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of the National Bank became inconvertible, and since they
were legal tender and the notes of the other banks could be paid
with them, the whole of the note circulation also became incon-
vertible. The period of inconvertibility lasted until 1884.

Meanwhile, in 1872, the first legal steps towards unification of
the banking system were taken. The issue of notes was limited
to the National Bank and to the five other banks mentioned
above, and a maximum limit was placed upon the circulation
of each. A considerable part of the circulation of the National
Bank and some part also of that of the other banks had been
issued in loans to the Government. In 1874 the banks were
formed into a Consorzio and notes of the National Bank were
substituted for all the notes which had been issued as loans, the
remainder of the note issues of the other banks being limited
as legal tender currency to their own districts.

The Gonsorzio was dissolved in 1884 and shortly afterwards
nearly all the banks, anxious to secure as large a share of the
available business as possible, began to exceed their legal maxi-
mum issues, bribing various public officials and politicians into
connivance. The result was a serious over-issue of notes, and
in 1893 a general suspension of payment.

An inquiry which followed disclosed that the affairs of all
the banks except the Tuscan Bank of Credit were in a serious
condition. The Roman Bank went into liquidation. The Banks
of Naples and Sicily were able to continue, but a new national
bank, the Bank of Italy, was formed by uniting the old National
Bank and the two Tuscan banks. The policy was adopted of
fixing the maximum circulation of the new bank as well as of
the Banks of Naples and Sicily, and of reducing the circulation
by a definite amount annually until the value of the lira
returned to par. Actually, however, this policy was not carried
out; indeed, under various pretexts additions were made to the
circulation during the next two years and the depreciation
reached 16 per cent. Even the silver token coinage was driven
away. From 1898 strenuous efforts were made to put the
finances of the country in order. Debt held abroad was paid
off by internal borrowing, and a series of budget surpluses was